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by deleting Section 2 in its entirety and by substituting instead the following new sections:

Section 2.  Tennessee Code Annotated, Section 67-4-905(c), is amended by

adding the following new subdivision:

(  )(A) Notwithstanding the provisions of this subsection, any corporation

that, pursuant to the provisions of subdivision (c)(2) of this subsection, has

excluded any indebtedness to or guaranteed by a parent or an affiliated

corporation in determining the amount of its capital, surplus and undivided profits

subject to franchise tax, shall provide the commissioner with an additional

computational schedule to supplement its franchise, excise tax return.  This

schedule shall be filed with the return or within ninety (90) days from the effective

date of this act if the return has already been filed.  It shall show the corporation's

total indebtedness to or guaranteed by its parent or any affiliated corporation and

a computation of the amount of any indebtedness that would have been included

in the determination of its capital, surplus and undivided profits subject to

franchise tax had it not been for the provisions of subdivision (c)(2).

(B) Any corporation that fails to timely file the schedule required by

subitem (A) above shall be expressly prohibited from relying upon subdivision

(c)(2) to exclude any of its indebtedness to or guaranteed by a parent or affiliated

corporation from its franchise tax base.  In such a case, the commissioner shall

disregard the provisions of subdivision (c)(2) for the tax year involved and shall
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assess any resulting additional franchise tax plus interest accrued from the

original due date of the return.

Section 3.  This act shall take effect upon becoming a law, but Section 2 shall

apply to all tax years beginning on or after June 30, 1996, the public welfare requiring it.


